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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and
mid-sized companies to which a higher investment risk may be attached than other
companies listed on the Stock Exchange. Prospective investors should be aware of
the potential risks of investing in such companies and should make the decision
to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized
companies, there is a risk that securities traded on GEM may be more susceptible
to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on
GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no
responsibility for the contents of this report, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Simplicity Holding Limited (the
“Company” and together with its subsidiaries, the “Group” or “We”) collectively and
individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of the Stock Exchange (the ‘GEM
Listing Rules’) for the purpose of giving information with regard to the Company.
The Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief the information contained in this report is accurate and complete
in all material respects and not misleading or deceptive, and there are no other matters
the omission of which would make any statement herein or this report misleading.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
THREE MONTHS ENDED 30 JUNE 2018

The unaudited condensed consolidated results of the Group for the three months ended
30 June 2018, together with the unaudited comparative figures for the corresponding
period in 2017, are as follows:

For the three months ended

30 June
2018 2017
NOTES HK$°000 HK$ 000
(Unaudited) (Unaudited)
Revenue 4 34,874 36,067
Other income 5 118 176
Raw materials and consumables used (9,757) (9,728)
Staff costs (13,307) (12,424)
Depreciation (1,953) (1,814)
Rental and related expenses (6,370) (5,708)
Utilities expenses (1,765) (1,920)
Listing expenses = (4,364)
Other expenses (2,691) (2,118)
Finance costs 6 (98) (64)
Loss before tax 7 (949) (1,897)
Income tax expense 8 (402) (321)
Loss and total comprehensive
expense for the period (1,351) (2,218)
(Loss) profit and total comprehensive
(expense) income for the period
attributable to:
— owners of the Company (1,436) (2,516)
— non-controlling interests 85 298
(1,351) (2,218)
Loss per share 10
Basic (HK cents) (0.18) (0.44)
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
THREE MONTHS ENDED 30 JUNE 2018

Attributable to owners of the Company

As at 31 March 2017 (Audited)
(Loss) profit and total comprehensive
(expense) income for the period

Issue of shares of the Company

As at 30 June 2017 (Unaudited)

As at 31 March 2018 (Audited)
(Loss) profit and total comprehensive
(expense) income for the period

As at 30 June 2018 (Unaudited)

Non-
Share Share Other Accumulated controlling Total
capital premium reserves profits Total interests equity
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000
8 3,000 24,819 13,605 41,432 2,161 43,593
- - - (2,516) (2,516) 298 (2.218)
- 5,000 - - 5,000 - 5,000
8 8,000 24,819 11,089 43916 2,459 46,375
8,000 81,662 (8,482) 1,442 82,622 949 83,571
- - - (1,436) (1,436) 85 (1,351)
8,000 81,662 (8,482) 6 81,186 1,034 82,220
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1.

GENERAL INFORMATION

The Company was incorporated and registered as an exempted company with limited liability
in the Cayman lIslands under the Companies Law Chapter 22 of the Cayman Islands on
27 January 2017 and its shares were listed on GEM of the Stock Exchange (the “Listing”)
on 26 February 2018 (the “Listing Date”). The addresses of the registered office of the
Company is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman lIslands. The principal place of business of the Company is located at Unit 13, 8/F,
Vanta Industrial Centre, 21-33 Tai Lin Pai Road, Kwai Chung, New Territories, Hong Kong.
Its immediate holding company is Marvel Jumbo Limited ("MJL"), a private limited company
incorporated in the British Virgin Islands (“BVI") with limited liability. MJL is 31% owned by
Ms. Wong Suet Hing (“Ms. SH Wong”), 31% owned by Ms. Chow Lai Fan (“Ms. LF Chow"),
sister-in-law of Ms. SH Wong, 18.7% owned by Ms. Wong Sau Ting Peony (“Ms. ST Wong"),
daughter of Ms. SH Wong, 15% owned by Ms. Wong Suet Ching (“Ms. SC Wong"), sister
of Ms. SH Wong, and 4.3% owned by Mr. Ma Sui Hong (“Mr. SH Ma”), the son of Ms. Wong
Shuet Ying (“Ms. SY Wong"), sister of Ms. SH Wong.

The Company is an investment holding company and its subsidiaries are principally engaged
in restaurant operations in Hong Kong

BASIS OF PREPARATION AND PRESENTATION

Before the reorganization of the Group in preparation for the Listing (the “Reorganisation”),
all the companies comprising the Group were controlled by Foodies Group Limited (“FGL"),
Access Gear Investment Limited (“AGIL”), Jumbo Spirit Group Limited ("JSGL") and Golden
Legend Investment Limited (“GLIL"). GLIL is a company incorporated in the BVI and not
forming part of the Group. FGL, AGIL, JSGL and GLIL were 95.7% owned by (i) Ms. SH
Wong; (ii) Ms. ST Wong; (iii) Ms. SC Wong; and (iv) Ms. LF Chow (collectively known as
“Controlling Shareholders”). They are acting in concert and owned the family business
through their interests held in the companies now comprising the Group.

Remaining 4.3% interests of FGL, AGIL, JSGL and GLIL is owned by Ms. SY Wong. From
December 2016 to February 2017, Ms. SY Wong transferred her equity interest of these
entities to Mr. SH Ma. Both Ms. SY Wong and Mr. SH Ma are considered as non-controlling
shareholders of the companies now comprising the Group before the completion of
Reorganisation. Pursuant to the Reorganisation, the Company has become the holding
company of the companies now comprising the Group on 29 January 2018.

Accordingly, for the purpose of preparing the unaudited condensed consolidated financial
statements of the Group, the Company has been considered as the holding company of
the companies now comprising the Group throughout the three months ended 30 June
2018 presented. The Group comprising the Company and its subsidiaries resulting from the
Reorganisation is regarded as a continuing entity, accordingly, the unaudited condensed
consolidated financial statements have been prepared as if the Company had always been
the holding company of the Group.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

2.

BASIS OF PREPARATION AND PRESENTATION (Continued)

The unaudited condensed consolidated financial statements have been prepared under the
principles of merger accounting in accordance with the Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by the HKICPA for the three months
ended 30 June 2017 and 2018. The unaudited condensed consolidated statements of
profit or loss and other comprehensive income and the unaudited condensed consolidated
statements of changes in equity for the period presented, which include the results and
changes in equity of the companies comprising the Group as if the current group structure
had been in existence throughout the period.

This unaudited condensed consolidated financial statements are presented in Hong Kong
Dollars ("HK$"), which is also the functional currency of the Company.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The unaudited condensed consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting Standards (“HKFRSs”)
and the disclosure requirements of the Hong Kong Companies Ordinance Cap. 622. The
unaudited condensed consolidated financial statements have been prepared under the
historical cost convention.

The preparation of unaudited condensed consolidated financial statements in conformity
with HKFRSs requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Group’s accounting
policies.

(a) The following new and amended standards have been adopted by the Group for the
first time for the financial period beginning on or after 1 January 2018:

Amendments to HKFRS 2 Classification and Measurement of Share-based
Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers and the
related Amendments

Amendments to HKAS 40 Transfers of Investment Property

HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance
Consideration

Amendments to HKAS 28 As part of the Annual Improvements to HKFRSs

2014-2016 Cycle

The adoption of the above HKFRSs, except for HKFRS 9 and HKFRS 15, did not have any
significant financial impacts on the unaudited condensed consolidated financial statements.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

3. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 9 “Financial Instruments”

Key requirements of HKFRS 9 which are relevant to the Group are:

o all recognised financial assets that are within the scope of HKFRS 9 are required to be
subsequently measured at amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments of principal
and interest on the principal outstanding are generally measured at amortised cost at
the end of subsequent accounting periods.

. in relation to the impairment of financial assets, HKFRS 9 requires an expected credit
loss model, as opposed to an incurred credit loss model under HKAS 39 “Financial
Instruments: Recognition and Measurement”.

Based on the Group’s financial instruments and risk management policies as at 30 June
2018, the Directors of the Company anticipate the following potential impact on initial
application of HKFRS 9:

Classification and measurement

All financial assets and financial liabilities will continue to be measured on the same bases
as are currently measured under HKAS 39.

Impairment

In general, the Directors of the Company anticipate that the application of the expected
credit loss model of HKFRS 9 will result in earlier provision of credit losses which are not yet
incurred in relation to the Group’s financial assets measured at amortised cost and other
items that subject to the impairment provisions upon application of HKFRS 9 by the Group.

Based on the assessment performed by the Directors of the Company, the application of
the expected credit loss model of HKFRS 9 will not have material impact on the opening
accumulated profits of the Group at 1 April 2018.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

3.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 15 “"Revenue from Contracts with Customers”

The core principle of HKFRS 15 is that an entity should recognise revenue to depict
the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or
services.

Under HKFRS 15, an entity recognises revenue when (or as) a performance obligation is
satisfied, i.e. when “control” of the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.

The Directors of the Company anticipate that the application of HKFRS 15 in the current
period may result in more disclosures, however, the Directors of the Company do not
anticipate that the application of HKFRS 15 will have a material impact on the timing and
amounts of revenue recognised in these unaudited condensed financial statements.

REVENUE

Revenue represents the fair value of amounts received or receivable for goods sold and
services rendered by the Group during the period.

Information reported to the management of the Group, being the chief operating decision
maker (“CODM"), for the purposes of resource allocation and assessment of segment
performance focuses on styles of cuisine serving by the Group’s restaurants to the
customers.

Specifically, the Group’s reportable segments under HKFRS 8 “Operating Segments” are as
follows:

1. Chinese cuisine — Operations of Chinese cuisine restaurants under the brand of
“Marsino”

2. Western cuisine — Operations of Western cuisine restaurants under the brand of “La
Dolce”

3. Thai cuisine — Operations of Thai cuisine restaurants under the brand of “Grand
Avenue”

4. Japanese cuisine — Operations of Japanese cuisine restaurants under the brand of
“Beefst”

5. Malaysian cuisine — Operations of Malaysian cuisine restaurants under the brand of

“HaHa Prawn Mee”

No operating segments have been aggregated in arriving at the reportable segments of the
Group.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

4, REVENUE (Continued)

The following is an analysis of the Group’s revenue by operating and reportable segment:

Unaudited
Three months ended 30 June
2018 2017
HK$°000 HK$'000
Chinese cuisine 11,310 15,435
Western cuisine 5,140 9,010
Thai cuisine 16,710 11,622
Japanese cuisine 714 -
Malaysian cuisine 1,000 -
34,874 36,067
5. OTHER INCOME
Unaudited
Three months ended 30 June
2018 2017
HK$°000 HK$'000
Other income

Service management income - 114
Promotion income 30 42
Bank interest income 62 -
Others 26 20
118 176
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

6. FINANCE COSTS

Unaudited
Three months ended 30 June
2018 2017
HK$°000 HK$'000
Interests on bank borrowings 98 64
7. LOSS BEFORE TAX
Unaudited
Three months ended 30 June
2018 2017
HK$°000 HK$'000
Loss before tax has been arrived
at after charging:
Staff costs (including Directors’ emoluments):
Salaries and other benefits 12,751 11,876
Contributions to retirement benefit scheme 556 548
13,307 12,424
Auditor’'s remuneration 288 250
Amortisation of intangible asset
(included in other expenses) 18 -
Listing expenses - 4,364
Operating lease payments in respect of
rented premises:
— minimum lease payments 5,293 4,266
— contingent rentals (Note) 158 493

Note: The operating lease rentals for certain restaurants are determined as the higher of
a fixed rental or a predeterminated percentage on revenue of respective restaurants
pursuant to the terms and conditions that are set out in the respective rental
agreements.

8. INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2017: 16.5%) on the estimated
assessable profit for the three months ended 30 June 2018.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
9.  DIVIDENDS

The board of Directors (the “Board”) does not recommend any payment of dividend in
respect of the three months ended 30 June 2018 (2017: Nil).

10. LOSS PER SHARE

The calculation of the basic loss per share (2017: basis loss per share) attributable to owners
of the Company is based on the following data:

Losses
Unaudited
Three months ended 30 June
2018 2017
HK$’000 HK$'000
Loss for the period attributable to owners of
the Company for the purpose of basic
loss per share (1,436) (2,516)
Number of shares
30 June 2018 30 June 2017
‘000 ‘000
Weighted average number of ordinary shares
for the purpose of basic loss per share 800,000 568,540

The number of ordinary shares for the purpose of calculating basic loss per share has
been determined on the assumption that the Reorganisation and the capitalisation issue of
599,980,000 ordinary shares of the Company on 26 February 2018 as if it had been effective
on 1 April 2016.

No diluted loss per share for the periods was presented as there were no potential ordinary
shares in issue during the periods.
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

During the three months ended 30 June 2018, food and beverage industry showed
signs of rebound, as the industry benefited from robust tourism and upbeat consumer
sentiment. Local consumer spending was also increased due to reduction of salary
tax and the increasing purchasing power of the middle class. In the meantime, we are
also facing fierce competition from rising food costs, rental expenses, utilities expenses
and labour costs. Labour shortage is one of the key challenges which we believe this
situation will continue in the near future.

In order for a company to grow, maximizing its strength and overcoming its weaknesses
is critical. To remain competitive, it is necessary to provide good quality products and
services efficiently and at an affordable price. Customers are more budget conscious
and higher demand of the food varieties. The life span of products/services and
concepts are getting shorter and thus there is a need to continuously develop new
concepts to meet changing demand. The management believes innovation is a main
element in our business model and we have to keep polishing our brands to draw more
turnover.

BUSINESS OVERVIEW

We are a casual dining full service restaurant operator under 5 brands, namely
“Marsino”, “La Dolce”, “Grand Avenue”, “Beefst” and “HaHa Prawn Mee”. “Marsino”
is a Chinese noodle specialist, “La Dolce” offers western cuisine, “Grand Avenue”
offers Thai cuisine, “Beefst” offers Japanese ramen while “HaHa Prawn Mee” offers
Malaysian cuisine. Each of “Marsino”, “La Dolce”, “Grand Avenue” and “HaHa Prawn
Mee” are founded and operated by our Group, while “Beefst” is a franchise brand
and we obtained the franchise right from the franchisor in Japan in November 2017.
As at the date of this report, we operated 4 “Marsino” restaurants, 2 “La Dolce”
restaurants, 4 “Grand Avenue” restaurants, 2 “Beefst” restaurants and 2 “HaHa Prawn
Mee” restaurants and all of our restaurants are situated across Kowloon and the New
Territories in Hong Kong.

“Marsino” had recorded revenue of approximately HK$11.3 million during the three
months ended 30 June 2018, which is equivalent to 32.4% of our total revenue. As
compared to the last corresponding period, “Marsino” has experienced a decrease in
revenue by 26.7%.
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MANAGEMENT DISCUSSION AND ANALYSIS

“La Dolce” had recorded revenue of approximately HK$5.1 million during the three
months ended 30 June 2018, which is equivalent to 14.7% of our total revenue. As
compared to the last corresponding period, “La Dolce” has experienced a decrease in
revenue by 43.0%.

“Grand Avenue” had recorded revenue of approximately HK$16.7 million during the
three months ended 30 June 2018, which is equivalent to 47.9% of our total revenue.
As compared to the last corresponding period, “Grand Avenue” has experienced an
increase in revenue by 43.8%.

“Beefst” had recorded revenue of approximately HK$0.7 million during the three months
ended 30 June 2018, which is equivalent to 2.0% of our total revenue. As “Beefst” was
newly started in May 2018, there was no corresponding period in 2017.

“HaHa Prawn Mee” had recorded revenue of approximately HK$1 million during the
three months ended 30 June 2018, which is equivalent to 2.9% of our total revenue. As
“HaHa Prawn Mee” was newly started in May 2018, there was no corresponding period
in 2018.

In addition to the above restaurants, our group also owns and operates a central
kitchen which supplies raw materials and consumables to our restaurants. We
established our central kitchen as early as in 2007, and then we moved to the existing
premises due to expansion. Our management believes that our central kitchen can
continuously improve the efficiency of our operation.

FUTURE PROSPECTS

The food and beverage sector is characterized by low entry barrier, high risk, high
business cost primarily in rental, labour and materials and churn of concepts. Our
success is heavily dependent on the food quality, cost of operating restaurants and
economic conditions of Hong Kong.

FIRST QUARTERLY REPORT 2018 13
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MANAGEMENT DISCUSSION AND ANALYSIS

In order to improve the overall business of the Group, we plan to:

1.

Develop a franchise brand — The franchise model is one proven concept for
growth and expansion. Many food and beverage as well as retails companies
have leveraged on franchise for growth both locally and overseas. Since
acquiring a franchise right in November 2017 from the franchisor in Japan who
owns a brand named “Beefst”, we have opened two outlets in Ma On Shan and
Mongkok respectively. We plan to open two more outlets in 2019.

Develop our existing brand — Our existing model is also proven mature and
profitable. We plan to open one outlet of “Grand Avenue” in 2018 and one outlet
of “Marsino” in 2019. We have identified potential locations of the above planned
openings. All tenancy offers are still under negotiating with relevant landlords and
have not yet signed any lease agreement for such planning.

Develop new brand — we explore different opportunities to develop new brands.
For example, “HaHa Prawn Mee” is our new self-developed brand which
specialises in Malaysian cuisine. The first outlet was opened in Ma On Shan in
May 2018 and the second outlet was opened in Mongkok in July 2018.

Enhance and upgrade our existing accounting and IT program; and upgrade HR
system to meet our needs on personnel administration and payroll management.
The new HR system support multi companies and multi databases, it can also
self-define static and dynamic variables and formulae to cater the change of
payroll policy as well as to meet the ad-hoc requirements on human resources
analysis and planning.

Integrate an ERP system to manage inventory across multiple locations, and track
and record stock movements and control the entire procurement process. ERP
can also create, manage, and distribute reports that improve transparency and
decision making across the business.

Expand our central kitchen to house new food processing equipment and fixtures
to enhance the processing capacity of semi-processed food products and
sauces supplied to our restaurants as our management is of the view that our
central kitchen at its current scale would not be able to support our planned new
restaurants.

SIMPLICITY HOLDING LIMITED




MANAGEMENT DISCUSSION AND ANALYSIS

Our ongoing expansion and enhancement plans will improve our market share while we
will continue to refine our business strategy to cope with the continuing challenges. We
will also proactively seek potential business opportunities that will broaden our sources
of revenue and enhance value to the shareholders.

FINANCIAL REVIEW
Revenue

For the three months ended 30 June 2018, the Group recorded revenue of
approximately HK$34.9 million (three months ended 30 June 2017: approximately
HK$36.1 million), representing a decrease 3.3% compared with the same period of the
previous financial year. The decrease in revenue was mainly due to the decrease in
revenue from our existing restaurants as affected by keen competitions.

Raw materials and consumables used

The raw materials and consumables used mainly represents the costs of food
ingredients and beverages for the operation of the Group’s restaurants and central
kitchen. The major food ingredients purchased by the Group include, but are not
limited to, meat, seafood, frozen food, vegetables and beverages. Raw materials and
consumables used is one of the major components of the Group’s operating expenses
which amounted to approximately HK$9.7 million and HK$9.8 million for each of the
three months ended 30 June 2017 and 2018, respectively, representing approximately
27.0% and 28.0% of the Group’s total revenue for the corresponding periods. Our
management has been very conscious in striking the balance between food cost and
food quality. Despite the continuous expansion of our restaurant portfolio and revenue,
we have been able to maintain a relatively stable food cost as a percentage of revenue
as we carried out continuous review and monitor of our costs, recipes, menus and
customers feedbacks.

FIRST QUARTERLY REPORT 2018 15
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MANAGEMENT DISCUSSION AND ANALYSIS

Staff costs

Staff costs was approximately HK$13.3 million for the three months ended 30 June
2018, representing an increase of approximately 7.1% as compared to approximately
HK$12.4 million for the three months ended 30 June 2017. Such increase was mainly
due to increase in headcount to cope with opening of new restaurants during the
period.

Other expenses

The Group’s other expenses increased by approximately 27.1% from approximately
HK$2.1 million for the three months ended 30 June 2017 to approximately HK$2.7
million for the three months ended 30 June 2018. Such increase was mainly due to
the increase in legal and professional fees, audit fees and marketing and promotional
expenses.

Listing expenses

There was no listing expense incurred during the period as compared to approximately
HK$4.4 million for the three months ended 30 June 2017.

Loss attributable to owners of the Company

For the three months ended 30 June 2018, the Group recorded a loss attributable
to owners of the Company of approximately HK$1.4 million, as compared to loss of
approximately HK$2.5 million for the three months ended 30 June 2017. The loss for the
three months ended 30 June 2018 was mainly attributable to the increase in staff costs,
rental and related expenses and other operating expenses.

DIVIDEND

The Board does not recommend any payment of dividend for the three months ended
30 June 2018 (2017: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM THE IPO

The Company’s shares were listed on the GEM of the Stock Exchange on 26 February
2018. A total of 200,000,000 new shares with nominal value of HK$0.01 each of the
Company were issued at HK$0.275 per share for a total of approximately HK$55.0
million (the “IPO”). The net proceeds raised by the Company from the IPO were
approximately HK$32.6 million (the “IPO Proceeds”) and the use of IPO Proceeds from
the Listing Date to 30 June 2018 is set forth below:

Planned use of Utilised Unutilised
IPO Proceeds IPO Proceeds IPO Proceeds
up to up to up to
31 March 2018 30 June 2018 30 June 2018
HK$'000 HK$'000 HK$ 000

Opening one new Japanese
ramen restaurant 4,375 (4,042) 333

Expanding central kitchen

storage facilities 3,500 (551) 2,949
Upgrading computer system 1,300 (398) 902
General working capital 500 (500) -
Totall 9,675 (5,491) 4,184

Our Group is reviewing the possible ways to increase the power supply of our central
kitchen in order to increase its storage facilities as our existing power supply has nearly
reached its maximum capacity. Our plan to expand central kitchen will be resumed
once this power supply issue is resolved.

The Directors will constantly evaluate the Group’s business objectives and will change
or modify the plans in accordance with the changing market conditions to suit the
business growth of the Group.

All the unutilised balances have been placed in licensed banks in Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS

FOREIGN CURRENCY EXPOSURE

Significant transactions of the Group are denominated in Hong Kong dollars and the
Group is not exposed to significant foreign exchange exposure.

CAPITAL COMMITMENTS

As at 30 June 2018, the Group did not have any material capital commitments.

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any contingent liabilities.
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OTHER INFORMATION

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

During the three months ended 30 June 2018 and up to the date of this report, there
has been no purchase, sale or redemption of any Company’s listed securities by the
Company or any of its subsidiaries.

INTERESTS AND SHORT POSITIONS OF DIRECTORS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at the date of this report, the interests or short positions of the Directors in the
shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they are taken or deemed
to have under such provisions of the SFO), or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein, or which were
required, pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules relating to securities
transactions by directors to be notified to the Company and the Stock Exchange, were
as follows:

Long positions in the ordinary shares of the Company

Approximate
Number of percentage of

Name of Directors Capacity/nature of interest shares held  shareholding

Ms. SH Wong interest in controlled 540,000,000 20.9%
corporation (note 1)

Ms. ST Wong interest in controlled 540,000,000 12.6%
corporation (note 2)

Mr. Wong Muk Fai Woody interest of spouse (note 3) 540,000,000 20.9%

(“Mr. MF Wong")
Mr. SH Ma interest in controlled 540,000,000 2.9%

corporation (note 4)
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OTHER INFORMATION

Notes:

1. Ms. SH Wong beneficially owns 31% equity interest in MJL. Therefore, Ms. SH Wong is
deemed to be interested in 540,000,000 shares held by MJL.

2. Ms. ST Wong beneficially owns 18.7% equity interest in MJL. Therefore, Ms. ST Wong is
deemed to be interested in 540,000,000 shares held by MJL.

3. Mr. MF Wong is the spouse of Ms. LF Chow, who beneficially owns 31% equity interest in
MJL. Therefore, Mr. MF Wong is deemed to be interested in 540,000,000 shares held by MJL.

4. Mr. SH Ma beneficially owns 4.3% equity interest in MJL. Therefore, Ms. SH Ma is deemed to
be interested in 540,000,000 shares held by MJL.

Save as disclosed above, as at 30 June 2018, none of the Directors had any interests
or short positions in the shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the SFO),
which would have to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO), or which were
recorded in the register required to be kept by the Company pursuant to Section 352
of the SFO, or which were required, pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 30 June 2018, so far as it is known to the Directors, the following persons, other
than the Directors or chief executive of the Company, had interests or short positions
in the shares and underlying shares of the Company which were required to be notified
to the Company under Divisions 2 and 3 of Part XV of the SFO, or, who was interested,
directly or indirectly, in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any member of the
Group:

Long positions in the ordinary shares of the Company

Number of Approximately
Shares percentage of

Name of Shareholder Nature of interest (Note 1) shareholding
MJL Beneficial interest (Note 1) 540,000,000 67.50%
Charm Dragon Investments Beneficial interest 60,000,000 7.50%
Limited
Mr. Cheung Wai Yin Wilson Interest in controlled 60,000,000 7.50%
corporation (Note 2)

Ms. Lam Ka Wai Interest of spouse (Note 2) 60,000,000 7.50%
Notes:

(1) MJL is owned as to (i) 31.0% by Ms. SH Wong; (ii) 31.0% by Ms. LF Chow; (iii) 18.7% by
Ms. ST Wong; (iv) 15.0% by Ms. SC Wong; and (v) 4.3% by Mr. SH Ma.

(2) Charm Dragon Investments Limited is 100% owned by Mr. Cheung Wai Yin Wilson, as such,
he is deemed under the SFO to be interested in all the shares in which Charm Dragon
Investments Limited is interested. By virtue of being the spouse of Mr. Cheung Wai Yin
Wilson, Ms. Lam Ka Wai is deemed to be interested in all the shares in which Mr. Cheung Wai
Yin Wilson is interested pursuant to SFO.
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Save as disclosed above, as at 30 June 2018, the Directors were not aware of any
interests or short positions owned by any persons (other than the Directors of the
Company) in the shares or underlying shares of the Company which were required to
be disclosed under Divisions 2 and 3 of Part XV of the SFO or which were required to
be recorded in the register of the Company under Section 336 of the SFO.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS

No director or a connected entity of a director had a material interest, either directly or
indirectly, in any transactions, arrangements or contracts of significance to the business
of the Group to which the Company or any of its subsidiaries was a party during the
period.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the three months ended 30 June 2018, none of the Directors or their respective
associates had engaged in or had any interest in any business which competes or is
likely to compete, either directly or indirectly, with the businesses of the Group.

INTERESTS OF THE COMPLIANCE ADVISER

In accordance with Rule 6A.19 of the GEM Listing Rules, the Company has appointed
Vinco Capital Limited (“Vinco Capital”) to be the compliance adviser. As informed by
Vinco Capital, neither Vinco Capital nor any of its directors or employees or associates,
has or may have, any interest in the share capital of the Company or any member of the
Group (including options or rights to subscribe for such securities), which is required
to be notified to the Company pursuant to Rule 6A.32 of the GEM Listing Rules, except
for the compliance adviser agreement entered into between the Company and Vinco
Capital dated 5 February 2018.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company adopted Rules 5.48 to 5.67 of the GEM Listing Rules as its own code of
conduct regarding Directors’ securities transactions on terms no less exacting than the
required standard of dealings.

Having made specific enquiries to all the Directors and all the Directors had confirmed
they have complied with the required standard of dealings and the code of conduct for
directors’ securities transactions during the three months ended 30 June 2018.
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SHARE OPTION SCHEME

The purpose of the Share Option Scheme is for our Group to attract, retain and motivate
talented participants to strive for future developments and expansion of our Group. The
Share Option Scheme shall be an incentive to encourage the participants to perform
their best in achieving the goals of our Group and allow the participants to enjoy the
results of our Company attained through their efforts and contributions.

Further details of the Share Option Scheme are set out in the section headed “Statutory
and General Information — D. Other Information — 1. Share Option Scheme” in Appendix
V of the Prospectus.

For the three months ended 30 June 2018, no share option was granted, exercised,
expired or lapsed and there is no outstanding share option under the Share Option
Scheme.

CORPORATE GOVERNANCE

The Group is committed to achieving high standards of corporate governance by
emphasizing transparency, accountability, fairness and responsibility. The Company
has adopted the Corporate Governance Code (the “Code”) as set out in Appendix 15
of the GEM Listing Rules as its own code of corporate governance. The Company has
complied with all applicable code provisions under the Code during the three months
ended 30 June 2018 and up to the date of this report.

AUDIT COMMITTEE

The Company has established an audit committee (the “Audit Committee”’) on
29 January 2018 with written terms of reference setting out the authorities and duties of
the Audit Committee. The primary duties of the Audit Committee are mainly to:

o Make recommendation to the Board on the appointment, reappointment and
removal of the external auditor, and to approve the remuneration and terms of
engagement of the external auditor, and any questions of resignation or dismissal
of that auditor

o Review the adequacy of the Group’s policies and systems regarding risk
management and internal controls
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o Review the financial reporting principles and practices applied by the Group in
preparing its financial statements

o Before audit commencement, review external auditor’s independence, objectivity,
effectiveness of the audit process and the scope of the external audit, including
the engagement letter

o Monitor integrity of the Group’s financial statements and the annual, quarterly and
interim financial reports, and review significant financial reporting judgements
contained in them prior to approval by the Board

Currently, the Audit Committee comprises three independent non-executive Directors as
follows:

Ms. Ng Yau Kuen Carmen (Chairlady)
Mr. Yu Ronald Patrick Lup Man
Mrs. Cheung Lau Lai Yin Becky

The Group’s unaudited condensed consolidated financial statements for the three
months ended 30 June 2018 have been reviewed by the Audit Committee. The Audit
Committee is of the opinion that the unaudited condensed consolidated financial
statements of the Group for the three months ended 30 June 2018 comply with
applicable accounting standards, GEM Listing Rules and that adequate disclosures
have been made.

By Order of the Board
SIMPLICITY HOLDING LIMITED
Wong Suet Hing
Chairlady and Executive Director

Hong Kong, 8 August 2018

As at the date of this report, the Board comprises Ms. Wong Suet Hing, Ms. Wong Sau
Ting Peony, Mr. Wong Muk Fai Woody, Mr. Ma Sui Hong and Mr. Wong Chi Chiu Henry
as executive Directors; and Ms. Ng Yau Kuen Carmen, Mrs. Cheung Lau Lai Yin Becky
and Mr. Yu Ronald Patrick Lup Man as independent non-executive Directors.
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